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From: Kunkel, Mark LZ we roY
Sent:  Tuesday, March 17, 2009 3:08 PM W o0 Q
To: Nerad, Ben {gj O - é
Subject: RALs: comparing Washington law fo WCA - 5

You asked whether the Wisconsin Consumer Act (WCA) has provisions comparable to certain provisions of the Washington
state law on tax refund anticipation loan (RAL) facilitators. Here's what | found:

;f}n CW 19.265.050 (1) prohibits a facilitator from "Im]srepresent[ing] a material factor or condition of a refund anticipation

5 n." The WCA does not include a general prohibition on making a misrepresentation about a consumer loan. The WCA
does prohibit certain types of misrepresentations. See, e.g., s. 422.503 (1) {c), which prohibits a credit services
organization from making untrue or misleading representations about their services.

Conclusion: | think it is necessary to create a prohibition comparable to RCW 19.265.050 ).

2. RCW 19.265.050 (3) prohibits a facilitator from "[elngag[ing] in any dishonest, fraudulent, unfair, unconscionable, or
unethical practice or conduct in connection with a refund anticipation loan." The WCA imposes an obligation of good faith
on transactions that are subject to the WCA, and defines "good faith" as "honesty in fact in the conduct or transaction
concerned and the observance of reasonable commercial standards of fair dealing." Section 421.108. The WCA also
requires DFI to promulgate rules on what constitutes unconscionable conduct in consumer credit fransactions and
prohibiting such conduct. Section 426.108.

Conclusion: Because the WCA prohibits dishonesty and requires fair dealing, there is no need to create such
requirements for RALs. As for fraudulent conduct, | think that fraud would be subject to a prohibition on misrepresentation
(see item 1 above). Regarding unconscionablity, you could require DF1 to promulgate rules that apply specifically to RALs,
or you could be silent on the issue, as DFI could promulgate such rules under current law if it determined such rules are
necessary. As for "unethical practice or conduct," | think the Washington law is too vague on this point and | would advise
not creating a similar prohibition.

S%CW 19.265.040 allows a borrower to rescind an RAL before the close of business on the next day of business,
i\;peciﬂes the method of rescission, and prohibits a lender from charging a fee for rescission (except for an administrative
ee for establishing a bank account to electronically receive a refund). The WCA does not generally allow for rescission of a
consumer loan. The WCA does allow for cancellation of some transactions that are not relevant to RAL cancellation. See,
€.g., s. 422.505 (2) (canceilation of a credit service contract).

Conclusion: It is necessary to create a right to rescind an RAL.

As we discussed yesterday, the Washington law contains the following provisions which do not have counterparts under
Wisconsin law:

Ci)/réquirement to promptly process an RAL application -- RCW 19.265.050 2)

4 b) rohibiting certain security interests -- RCW 19.265.050 (4) (note that the WCA has security interest requirements that
not relevant to RALs)

e,
h’%’\

‘ci),?arging a fee that exceeds the amount of a refund -- RCW 19.265.050 (5)

d) “‘geqyﬁfg a minimum 10-point type for disclosures -- RCW 19.265.030 (1) (b) (intro.)

) requiring disclosure that RAL is a loan, not actual tax und; disclosure of average refand time for returns mailei}a’rf?/'s;
disclosure that RS does not guarantee paying full amount of RAL or specific refund date; disclosure of fee charge if RAL
not approyved; and disclosure of right to ress\iﬂst RCW 19.265.030 (1) (i), (iii) (B), (ivy, (vi}, and (viii).

03/18/2009




Kunkel, Mark

From: Nerad, Ben

Sent: Thursday, March 19, 2009 10:50 AM
To: Kunkel, Mark

Subject: RE: Seattle

Yes, that is the code | was looking at including. Thanks.

From: Kunkel, Mark

Sent: Thursday, March-19, 2009 10:49 AM
To: Nerad, Ben
Subject: Seattle

Ben, I'm not sure which part of the Seattle code you want to inciude in the bill. is it the following?

IF YOUR REFUND ANTICIPATION LOAN IS APPROVED, YOU WILL BE RESPONSIBLE TO PAY
$linsert itemized amount] IN FEES, INTEREST, AND OTHER CHARGES FOR THE LOAN, WHICH WE
WILL AUTOMATICALLY DEDUCT. AFTER WE DEDUCT THESE FEES, INTEREST, AND OTHER
CHARGES FROM YOUR LOAN, YOU WILL RECEIVE APPROXIMATELY $ [insert amount].

Hereis a link to the rest of the code, in case you want a different provision:
http://clerk.ci.seattle.wa.us/~scripts/nph-brs.exe?s1=&s2=tax+refund+antici ation&S3=8Sect4=AND&I=20&Sect3
=PLURON&Sect5=CODE1&d=CODE&p=18u=%2F %7Epublic%2F code 1 him&r=3&Sect6=HITOFF&f=G
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1 AN Act ...; relating to: the regulation of income tax refund anticipation loans.

Analysis by the Legislative Reference Bureau

Current law requires a creditor to make specified disclosures before é",‘refund
anticipation loan” (RAL)Is made to a customer. AWRAL is defined as an agreement,
under which a creditor arranges to be repaid for a loan directly from the proceeds of
a customer’s income tax refundYCurrent law defines“creditor” to include a merchant
who regularly engages in arranging an RAL for a customer, as well as the merchant
who makes the RAL The disclosure requirements are enforced by the Department
of Financial Institutions (DFI).¥

This bill creates additional requirements, also enforced by DFI, for a creditor
who makes or arranges an RALY In addition to the disclosures required under
current law, the bill requires a creditor to disclose the fee charged if an RAL is
not approved. The bill also requires disclosure of the anticipated length of time for
receipt of a tax refund by a customer who files a return by mail and who does not
request an RALY Current law requires a similar disclosure regarding a return filed
electronically. The bill ,also requires a creditor to disclose that: 1) the Internal
Revenue Service"énd[ﬁ'ep tment of Revenue’do not guarantee refunds;"f%) an RAL %
is a }})an and is not the customer’s actual refund:¥and 3) a customer may rescind an
RAL, as described below. Also, the creditor must also disclose how much of a refund
a customer is expected to receive after charges and fees for the‘%AL are deducted.
Under the bill, the foregoing disclosures, as well as the disclosures required under
current law, must be in a type size no smaller thay 10 point¥

The bill also allows a customer to rescind an"RAL before the close of business
on the next business day after the RAIYis made. The bill provides that the only fee
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a creditor may charge a customer for rescinding an RAL\/is a fee equal to the
administrative cost of establishing an account with a financial institution to
electronically receive the customer’s refundY The bill also prohibits a creditor from
doing any of the following?’l) misrepresenting a material fact of condition of an RAL;
2) failing to process promptly an RAL application;"%) offering or arranging an RAL
in which the amount of the loan, including charges and fees related tg,the loan or to
tax preparation, exceed the customer’s anticipated refund;and 4) taking or
arranging a security interest in any property other than the®customer’s tax refund.
The bill provides that a creditor who violates the bill is liable to a customer in
amount equal to the greater of: 1) twice the finance charge imposed for the RAL; or¥
2) the actual damgages sustained by the customer due to the violation¥ The amount
.)K' under the@%éﬁﬁ%%lent of the foregoing formula is subject to a minimum of $100‘/
and a maximum of $1,000.‘/ Current law creates similar liablity for violations of the

disclosures required under current law!

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

1 SECTION 1. 422.310 (1) (intro.) of the statutes is amended to read:
422.310 (1) (intro.) In addition to any other requirements under this
subchapter, a creditor shall disclose all of the following in writing to a customer in

\{ype size no smaller than 10Jpoint on a form that is signed by the customer before the

ot o W N

customer enters into a refund anticipation loan:

History: 1993 a. 111.

X
SECTION 2. 422.310 (1) (cm) of the statutes is created to read:
422.310 (1) (cm) The fee charged, if any, if thé/customer’s refund anticipation

loan is not approved.

© 0 a1 o

Y
SECTION 3. 422.310 (1) (f) of the statutes is amended to read:
10 422.310 (1) (f) The anticipated length of time within which the customer could

11 reasonably expect to receive a?/’;ax refund if\{he customer does not request a refund

12 anticipation loan and the income tax return is filed electronically and the customer

History: 1993 a. 111

14 SECTION 4. 422.310 (1) (fg) of the statutes is created to read:
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422.310 (1) (fg) The anticipated length of time within which the customer could
reasonably expect to receive a\{ax refund if the customer does not request a refund
anticipation loan’/and the income tax returnktﬂéd by mail‘./

SECTION 5. 422.310 (1) (fr)\())%the statutes is created to read:

422.310 (1) (fr) Tha‘t@i__nternal revenue gervice andAdepartment of revenue\’go
@ not guarantee that they will pay the full amount of an anticipated refund\gndfdo
not guarantee a specific date that a refund will be deposited into the customer’s
financial institution account or mailed to the customer.\/

SECTION 6. 422.310 (1) (gm)qgf the statutes is created to read:

422.310 (1) (gm) That a\gefund anticipation loan is a loan\/and is not the
customel;% actual income tax refund.

SECTION 7. 422.310 (1) (i)\gf the statutes is created to read:

422.310 (1) (i) The following statement: “If your‘?'efund anticipation loan is
approved\,/}mu will be responsible to pa}ﬁedit;; i;;erts amount disclosed under\{)ar.
(c)) in charges and fees for the loan, which we will automatically deduct. After‘ we
deduct these charges and fees:/you will receive approximatelyﬁ:ieditor inserts
amouni).”\/ $ sces

SECTION 8. 422.310 (1) (j)%(f the statutes is created to read:

422.310 (1) (j) That the customer has the right to rescind\/the refund
anticipation loan transaction as provided in s. 422.423 (2).

SECTION 9. 422.417 (3m)>(of the statutes is created to read:

422.417 (3m) With respect to a refund anticipation loan\,/a creditor may not
take or arrange for taking a security interest in any property of the customer other
than the proceeds of the customer’s tax refund{md the account into which that tax

4

refund is deposited to secure payment of the loan’
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SEcTION 10. 422.423%? the statutes is created to read:

422.423 Refund anticipation loans.\{l) A creditor who makes or arranges
a refund anticipation loatho or for a customer may not do any of the following:

(a) Misrepresent a material fact or condition of a\{'efund anticipation loan.

(b) Fail to process an application for a refund anticipation loan promptly after
the customer applies for the lean.

(c) Offer or arrange for a refund anticipation loan that, including any charges
or fees\{elated to the loan or tax preparation, exceeds the amount of the customer’s
anticipated tax refund\./

(2) A customer may rescind a refund anticipation loan‘,/before the close of
business on the next day of business after the loan is made:/by either returning the
original check issued for the loan or providing the amount of the loan in cash to the
creditor who made or arranged for the loar! The creditor may not charge the
customer any fee for rescinding the loan, except for a fee equal to the administrative
cost of establishing an account with a financial institution to electronically receive
the refund.\/

(3) A violation of this section is subject to s. 425.304-\./

SEcTION 11. Initial applicability.

(1) This act first applies to refund anticipation loans, as defined in section
421.301 (37 m)\{)f the statutes, for which applications are received on the effective
date of this subsection:

SEcTION 12. Effective date.

(1) This act takes effect on the first day of the{ith month beginning after

publication.

(END)

A-oore
b
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Please review this bill to make sure gthat it achieves your intent. Note that I delayed
the effective date by approximatel onths to give businesses subject to the bill some
time to change their practices. Is that okay?

Rep. Nelson:

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov



DRAFTER’S NOTE LRB-2395/1dn
FROM THE MDK:jld:md
LEGISLATIVE REFERENCE BUREAU

March 20, 2009

Rep. Nelson:

Please review this bill to make sure that it achieves your intent. Note that I delayed
the effective date by approximately three months to give businesses subject to the bill
some time to change their practices. Is that okay?

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov
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DFI-WCA 1.35

WISCONSIN ADMINISTRATIVE CODE 4

Unofficial Text (See Printed Volume). Current through date and Register shown on Title Page.

quent change in the terms of the account which would increase or
extend the contingent liability of the person, where the merchant
was “authorized to make unilateral changes from time to time
under the original terms of the account; an explanation of such
change must be given to the person in accordance with s. 422.415,
Stats. Such notice shall conspicuously disclose that if the person
wishes to terminate the guarantee with respect to future transac-
tions, the person must notify the creditor in writing.

History: Cr. Register, June, 1973, No. 210, eff. 7-1-73; am., Register, October,
1980, No. 298, off. 11-1-80.

DFI-WCA 1.351 Customer liability; open-end
credit. In order to obligate a person for an obligation arising out
of an open—end credit plan, the merchant must pursuant to s.
422.305, Stats., obtain the signature of that person on the writing
evidencing the consumer credit transaction. Compliance with this
rule requires that the customer to be held contractually liable sign
one of the following:

{1) An open—end credit agreement setting forth all of the terms
of the open—end credit plan including the credit disclosures
required by s. 422.301, Stats.,

(2) A credit application which expressly states that each per-
son signing the application will be obligated according to the
terms of the open—end eredit agreement referred to in sub. (1), pro-
vided the creditor mails or delivers to each customer who signs the
application a copy of the open—end credit agreement before that
customer makes any charges on the account, or

(3) A transaction receipt which expressly states that each per-
son signing the receipt will be obligated according to the terms of
the open—end credit agreement referred to in sub. (1), provided the
creditor has mailed or delivered a copy of the open—end credit
agreement to that customer before that customer makes any
charges on the account.

History: Cr. Register, June, 1973, No. 210, eff. 7-1-73; r. and recr., Register,
October, 1980, No. 298, eff. 11-1-80,

DFI-WCA 1.352 Receipts; accounting; evidence of
payment; release of any security interest. 'The creditor
"may satisfy an obligation to release any security interest under s.
422.306 (4), Stats., by either 1) recording the necessary instru-
ment and forwarding the same to the customer or designee by mail
or by return on the instrument or 2) by delivering the necessary
instrument fully completed and executed to the customer’s desig-
nee, but in no instance to the customer, for recording. The record-
ing or filing fee may be treated as an official fee within the mean-
ing of 5. 421.301 (26), Stats. Where the transaction is secured by
a lien on a motor vehicle and the title is not in the possession of
the creditor, the creditor may satisfy the requirements of this sub-
section by mailing a completed release of lien to the customer
together with an envelope addressed to the department of motor
vehicles, bureau of vehicle registration, postage prepaid, and a let-
ter of instruction advising the customer to forward the release and
title to the department to obtain release of the secured party’s inter-
est,

History: Cr. Register, June, 1973, No. 210, eff. 7-1-73; corrections made under
s. 13.93 (2m) (b) 5.and 7., Stats., Register, December, 1991, No. 432,

x}fund anticipation loan; before
into a refund anticipation loan.
“Before the customer enters into a refund anticipation loan” as
used in s. 422.310 (1) (intro.), Stats., means prior fo the customer
being asked to sign an application containing a loan agreement or
a loan agreement where there is no application for a refund antici-
pation loan.
History: Cr. Regi

p{t,ggx%cr, 1994, No. 463, eff, 10-1-94,

Refund anticipation loan; reason-
able length e to expect refund. The anticipated length
of time called for in 5. 422.310 (1) (), Stats., in which the customer

can reasonably expect to receive a tax refund shall be no more than
14 days.
ber, 1994, No. 465, eff, 10-1-94.

ercentage rate. (1) For the purpose of s.
422.310 (1) (h), Stats., the requirement to disclose the estimated
annual percentage rate shall be fulfilled by doing one of the fol-
lowing:

(a) Calculating the rate pursuant to 12 CFR 226.17 (¢) (2) for
the anticipated amount of the refund and the length of time within
which it can reasonably be expected the tax refund will be
received as a result of an electronically filed tax return as deter-
mined under s. DFI-WCA 1.354.

(b) Distributing a chart titled “representative range of loan
amounts” with headings for: total loan amount, amount financed,
finance charge, estimated payment period, and annual percentage =
rate. The representative loan amounts shall be in $300 increments
starting with $300 and ending with $3,000 and represent the antic-
ipated refund amount.

(2) The disclosures shall be made in accordance with 12 CFR
226.18.

(3) For the purpose of calculating the annual percentage rate
at the time the loan is actually made, the disclosure shall be based
upon the actual amount of the loan and the length of time within
which it can reasonably be expected the tax refund will be
received as 4 result of the electronically filed tax return as deter-
mined under s. DFI-WCA 1.354,

History: Cr. Register, September, 1994, No. 465, eff. 10~1-94.

3. 422.310 (1) (b) and (2), Stats., charges or fees
assessed by a creditor, including a loan arranger, for checking tax
return information, data entry of the tax return information, and
costs of transmitting the tax return by computer modem are
included in the charges and fees for electronically filing an income
tax return.

History: Cr. Register, September, 1994, No. 465, eff. 10~1-94,

DFI-WCA 1.36 Receipts; accounting; evidence of
payment; customer inquiries. Should a customer or an
authorized representative question in writing any bill or statement
of a merchant, or of an assignee where notice of assignment pur-
suant to s. 422.409, Stats., has been given, such merchant or
assignee shall in accordance with s. 422.306, Stats., respond spe-
cifically to the issue or dispute raised by the customer within 30
days of receipt of such inquiry, or, in the case of transactions evi-
denced by open—end credit plans not later than 2 complete billing
cycles (in no event more than 90 days) from receipt of such
inquiry. Inquiries made on an instrument of payment of [or] the
returnable portion of the billing statement need not be acknowl-
edged if the creditor conspicuously discloses this requirement on
the statement or other disclosure to customers regarding the
correction of billing errors. A reasonably disputed debt under s.
427.104 (1) (f), Stats., shall include an indebtedness questioned
under this rule from the date of notice to the merchant to the date
the merchant’s response is made,

History: Cr. Register, June, 1973, No. 210, eff. 7-1~73; am., Register, October,
1980, No. 298, eff. 11~1~80.

DFI-WCA 1.361 Assignment of earnings prohib-
ited; revocation. In any case where a merchant takes an assign-
ment of earnings subject to s. 422.404, Stats., for payment or as
security for payment of an obligation the assignment shall contain
on its face a statement in substantially the following language:
“THE CUSTOMER MAY TERMINATE THIS ASSIGNMENT
AT ANY TIME WITHOUT PENALTY.”

History: Cr. Register, June, 1973, No. 210, eff. 7-1-73.




Kunkel, Mark

From: Nerad, Ben

Sent: Tuesday, March 31, 2009 3:49 PM
To: Kunkel, Mark

Subject: RE: RAL Time Chart

I must have confused the payment period with the apr/finance charges/total fees. I would
like the bill to require both charts the HR Block sheet includes -- Table 1 and Table 2.

~~~~~ Original Message—----—
n: Kunkel ark
Sent: Tuesday, March 31, 2009 3:4¢6 PM
To: Nerad, Ben

Subject: RE: RAL Time Chart

The DFI rule (DFI-WCA 1.355 (1) (b)) says that the chart must include the estimated payment
period. That sounds kind of like the timeline mentioned in the H&R Block handout, so I'm

having some difficulty figuring out what you want to include that isn't covered by the
reference to estimated time payment. Can you elaborate?

Unfortunately, I have to leave the office for the day right now, but if you email back or
leave a voicemail, I still think I can get this into editing and you might have it by the
end of the day tomorrow.

-— Mark

————— Original Message-—----

From: Nerad, Ben

Sent: Tuesday, March 31, 2009 3:22 PM
To: Kunkel, Mark

Subject: RAL Time Chart

Mark ~-- here is the chart from HR Block, as discussed.

————— Original Message-----

From: Network Scanning

Sent: Tuesday, March 31, 2009 2:27 PM
To: Nerad, Ben

Subject:

This E-mail was sent from "RNPR7E5CD" (MP 5500/LD255).

Scan Date: 03.31.2009 14:27:07 (-0500)
Queries to: networkscanning@legis.wisconsin.gov
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2009 BILL

,y

22, ;@ (1) (ggyzxzz 310 (1) (),
422; 310 1y (]) 422 417 L3m) and 422 423 of the statutes; relating to: the

regulation of income tax refund anticipation loans.

Analysis by the Legislative Reference Bureau

Current law requires a creditor to make specified disclosures before a “refund
anticipation loan” (RAL) is made to a customer. An RAL is defined as an agreement
under which a creditor arranges to be repaid for a loan directly from the proceeds of
a customer’s income tax refund. Current law defines “creditor” to include a merchant
who regularly engages in arranging an RAL for a customer, as well as the merchant
who makes the RAL. The disclosure requirements are enforced by the Department
of Financial Institutions (DFI).

This bill creates additional requirements, also enforced by DFI, for a creditor
who makes or arranges an RAL. In addition to the disclosures required under
current law, the bill requires a creditor to disclose the fee charged if an RAL is not
approved. The bill also"'?equires disclosure of the anticipated length of time for
receipt of a tax refund by a customer who files a return by mail and who does not
request an RAL. Current law /requires a similar disclosure regarding a return filed
electronically. The bill also¥requires a creditor to disclose that: 1) the Internal
Revenue Service and the Department of Revenue do not guarantee refunds; 2) an
RAL is aloan and is not the customer’s actual refund; and 3) a customer may rescind

an RAL, as described below. /(mso the creditor must @%isclose how much of a T

ff i % ERT7 I é/

s AS

N

MDK;jldimd R
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required under current law must be in a type size no smaller than 10 point.

' The bill also*allows a customer to rescind an RAL before the close of bii&i es;*{
on the next business day after the RAL is made. The bill pr0v1des that the only feeXmm3‘;&;&%w
a creditor may charge a customer for rescinding an RAL is a fee equal to the
administrative cost of estabhs‘l ing an account with a financial institution to
electronically receive the customer’s refund. Hcﬁmh 1 {5y Brohibits a creditor from
doing any of the followmg 1) misrepresenting a material fact of condition of an RAL; . /.
2) failing to process promptly an RAL application; 3) offering or arranging an RAL 2
in which the a:mouﬁt of the loan, including charges and fees related to the loan/
tax preparation, ,exceed the customer’s anticipated refund;”and 4) taking or
arranging a security interest in any property other than the customer’s tax refund.

The bill provides that a creditor who violates the bill is liable to a customer in

amount equal to the greater of: 1) twice the finance charge imposed for the RAL; or
2) the actual damages sustained by the customer due to the violation. The amount
under the first component of the foregoing formula is subject to a minimum of $100
and a maximum of $1,000. Current law creates similar liability for violations of the
disclosures required under current law.

The people of the state of Wisconsin, represented in senate and assembly, do

SECTION 1. 422.310 (1) (intro.) of the statutes is amended to read:
422.310 (B)_(intro.) In addition to any other _requirements under thrs

i
subchapter, a creditor Ehall disclose all of the fgll@wmg in writing to a customer _r;i

type size no smaller than 10 @mt ona f;;m that is signed by the customer before th@

customer enters into a refund ag;,b;fﬁgatlon loan:
rd .
SECTION 2. 422. 310 Q&)’ (cm) of theMEes is created to read:

.
422.310 (1) (cm} The fee charged, if any, if ‘ﬁ?&@ustomer s refund anticipation :

‘%,
loan is not approved N

.@&

SECTION 3. 422.310 (1) (D of the statutes is amended to read

422 310 (1) (f) The anticipated length of time within which the customer could

neasonably expect to receive a tax refund if the customer does not request a refund
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BILL 9/ SECTION 3

o]

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

reasonably expect to receive a tax refund if the custogr,ﬁ%i does not request a refund .

anticipation loan and the income tax return is filed electronically and-the-customer
i E 1 . - - 1 . o
SECTION 4. 422.310 (1) (fg) of the statutes is created to read

422.310 (1) (fg) The anticipated length of time within Xwﬁnch the customer could

#

1 by mail.

a ticipation loan and the income tax return is filex

g is created to read:

,\m\wmwwmmwm

SECTION 5. 422.310 (1) (fr) of the statut <t
422“ 310 (1) (fr) That the Internal B@venue Service and the department g)f

revenue do neib guarantee that they wﬂggﬁf}j the full amount of an anticipated refund

!

and do not gual‘antee a specific dgte that a refund will be deposited into t§1e

customer’s ﬁnanmal Lnstltutlon a;ecount or mailed to the customer.
AN /7
SECTION 6. 422.31641) (gm) of the statutes is created to read:

a refund anticipation loan is a loan and is not the

%

422310 (1) (gm) Tt
customer’s actual 1 1ncon}e tax ref"und
SECTION 7. 422 310 (D) () of thae statutes is created to read:

422.310 (1) ;ﬂ) The following staﬁ‘ement “If your refund anticipation loan is

J»,»
%

approved, you }mll be responsible to pay $... ‘égredltor inserts amount disclosed under

par. (¢)) in charges and fees for the loan, whlch%gve will automatically deduct. Aiter

f

we deduet these charges and fees, you will recengg approximately $.... (cred;‘tor
N

Y
.,
%

lnsert}g amount) ” s

%,

f’ SECTION 8. 422.310 (1) (j) of the statutes is created to%ad

5
I

/422310 (1) ) That the customer has the right to resgmd the refund

f
;”

antlclpatlon loan transaction as provided in s. 422.423 (2).

SECTION 9. 422.417 (3m) of the statutes is created to read:

s S
e
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""y interest in any prgg@r’ty of the customer other

than the p;ﬁ“ceeds of the cgétomer s tax refund anél/ﬁ; account into which that tax /

%@’/}4{' Fail i f fund anticipation 1 tly aft
*%v// s "E ail to process an application for a refund anticipation loan promp y after

et

g
-

i
iy,

‘?“

A creditor who makes or arranges

7 a refund anticipation loan to or for a customer may not do any of the following:

8 q’{ “\*‘angsrepresent a material fact or condition of a refund anticipation loan\/

10 a% the customer applies for the loan.

N
11 g?g 2 €@ Offer or arrange for a refund antlclpatmn loan that, 1ncludmg any charges

12 or fees related to the loan g tax preparation, exceeds the amount of the customer’s
%anticipaed tai xjfund. P ” MW;%;: ifi; jw;‘; j; gg ggy 5
14 @ ?fﬁw customer may rescind a refund anticipation loan before the close of

15 business on the next day of business after the loan is made, by either returmng the

16 original check issued for the loan or providing the amount of the loan in casg to the

17 creditor who made or arranged for the loan. The creditor may not charge the

18 customer any fee for rescinding the loan, except for a fee equal to the administrative

19 cost of establishing an account with a financial institution to electronically receive

20 the refund.\/

22 SeEcTION 11. Initial applicability.
23 (1) This act first applies to refund anticipation loans, as defined in section
24 421.301 (37m) of the statutes, for which applications are received on the effective

25 date of this subsection‘f/

i

s

voepT Yo 3NV
P

S
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SeEcTION 12. Effective date.

(1) This act takes effect on the first day of the 4th month beginning after

publication.

(END)

d»m@%e

\
v
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PPN
1 P\é&\)@p& S INSERT 1A:

@%e bill@ requires‘jdisclosure of a chartfndicating the estimated amount of time

hat a customer is expected to receive either a refund or loan for different” filing and
payment options‘,/as well as for each loan program offered or arranged by the creditor.
The chart must also indicate whether u;éfront payment of a tax pr?’paration fee is X

required for each"ﬁling and payment option and each loan program®
2 INSERT 2A:

@The billvf;lso incorporates into the statutes certain requirements under\ﬁFI’s rules,
including requirements regarding the timing of the }ﬁsclosures, as well as the
manner for disclosing annual percentage interest rates'of m.

3 INSERT 2-1: ge
4 RAL:

@ SECTION 2. 422.3100((1) of the statutes is renumberedv:122.601 and 422.601
6
7
8
9

SEcCTION 1. 422.310 (title) of the statutes is repealed.
>
_ J v
(intro.), (2), (3), (6) and (8), as renumbered, are amended to read:
422.601 Disclosuresf/(intro.) In addition to any other requirements under

thissubehaptervgubch. IT1, a creditor who makes or arranges a\/refund anticipation

loan shall disclose all of the following in writing to a customer in type size no smaller

10 than 10 point‘{n aform that is signed by the customer before the customer entersinte

@ a'!-'is asked to sign either an application containing an agreement for the refund

12 anticipation loan, or, if there is no application, an agreement for the‘/refund

13 anticipation loan:

14 (2) Any charge or fee for electronically filing an income tax return, including
15 any charge or fee\{or checking tax return information, entering data for tax return
16 information, or transmitting a tax return by computer modem?

17 (3) The total dollar amount of all charges and fees under pars—(a) subs\.,g 1) and
18 B Lz_)\/

Y
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10
®
12
13
14
15
16

17
18
19

20

21
22
23
24

(6) The anticipated length of time, which may be no more tharf{ll.i; days, within

which the customer could reasonably expect to receive a tax refund if the customer

does not request a refund anticipation loan‘/and the income tax return is filed

electronically s

(8) The estimated annual percentage rate, based on the size of the refund
anticipation loan, the refund anticipation loan fees:/and the anticipated maturity

date of the refund anticipation loan. The anticipated maturity date shall be the date
2 V4
disclosed under”; par— sub. 561?

History: 1993 a. 111.

X v
SECTION 3. 422.310 (2) of the statutes is renumbered 422.603 (4) and amended

to read:

%ﬁx—ereditep«may—net—impese Impose a diffezzentvfee or charge for

v
electronically filing an income tax return, including any fee or charge for checking

tax return information‘./entering data for tax return information", or transmitting a

v

tax return by computer modem; on a customer who obtains a refund anticipation loan

422.603 (4)

that is different than the fee or charge the‘/creditor imposes on a customer who does

not obtain a refund anticipation loan.

History: 1993 a. 111.

v v
SECTION 4. 422.310 (3) of the statutes is renumbered 422.606 and amended to
read:
Y 2 . A . .
422.606 Violations. A violation of this seetion subchapter is subject to s.

425.304.

History: 1993 a. 111.

SECTION 5. Subchapter VI of chapter 422 Egrecedes 422.601] of the statutes is
created to read:

CHAPTER 422
SUBCHAPTER VI

y
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REFUND ANTICIPATION LOANS

&

@ (3m) The fee charged, if any, if the customer’s refund anticipation loan
is not approved.

(6e) The anticipated length of time within which the customer could
reasonably expect to receive a tax refund if the customer does not request a refund
anticipation loan and the income tax return is filed by mail.

e Yooor .

(6m) A chart titled “tlmehne”@@%iows all of the following:

(a) The estimated amount of time that the customer is expected to receive his
or her tax refund for all of the following options:‘,

1. The customer files a paper return and theJ Internal Revenue Service mails
a refund check to the customer.‘/

2. The customer files a paper return and the Internal Revenue Servicgziirectly
deposits a refund check'linto the customer’s account with a%"lnancial institution.

3. The customer electronically files a tax return and the\/Internal Revenue
Service mails a refund check to the customer.V

4. The customer electronically files a tax return and the‘{nternal Revenue
Service directly deposits a refund check into the customer’s account with a financial
institution?

(b) The estimated amount of time that a customer is expected to receive a
refund anticipation loan under each refund anticipation loan program‘/that the
creditor offers or arranges.‘/

(¢) An indication whether the creditor requires upf-:front payment of a tax
preparation fee for each option and program disclosed under pars. (a)‘éxnd (b).\/

(6s) That the“fnternal Revenue Service and the department of revenue\/do not

guarantee that they will pay the full amount of an anticipated refund and do not



22
23
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guarantee a specific date that a refund will be deposited into the customer’s financial
institution account or mailed to the customer.‘/

(7m) That a refund anticipation loan is a loan and is not the customer’s actual

Zub. (3)
.
z

income tax refund.

(9) The following statement: “If your refund anticipation loan is approved, you
g y pproved, y

v,

will be responsible to pay $.... (creditor inserts amount disclosed unde

charges and fees for the loan, which we will automatically deduct from your tax
refund. After we deduct these charges and fees, you will receive approximately $....
(creditor inserts amount).”

(10) That the customer has the right to rescind\{he refund anticipation loan
transaction as provided in s. 422.605.

422.602 Estimated annual percentage ratefl (1) For the purpose of s.
422.601 (8)‘,/the requirement to disclose the estimated‘/annual percentage rate shall
be fulfilled by doing one of the following:

(a) Calculating the rate pursuant to 12 CFR 226.17 (c) (2) for the anticipated
amount of the refund and the%ength of time disclosed under 5%422.601 (6).

(b) Distributing a chart titled “representative range of loan amounts”v;vith

v

headings for total loan amount,\/amount ﬁnanced,‘/ﬁnance charge, estimated
payment period, and annual percentage rate. The representative loan amounts shall
be in $300 increments starting Witﬁ',$300 and ending with $3,000‘£nd represent the
anticipated refund amount.

(2) The disclosure required under s. 422.601 (8) shall be made in accordance

with 12 CFR 226.18.
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(3) For the purpose of calculating the annual percentage rate at the time the

loan is actually made, the disclosure shall be based upon the actual amount of the

loan and the length of time disclosed under s. 422.601 (6)7/

422.603JProhibitions. %D
INSERT 4-13:
422.604 Security interests:/ With respect to a refund anticipation loan, a
creditor may not take or arrange for taking a security interest 1n any property of the

)
customer other than the proceeds of the customer’s tax refund ‘and the account into

v

which that tax refund is deposited to secure payment of the loan.
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Rep. Nelson:

Please review this version to make sure it achieves your intent.

5.
Note that you wanted me to incorporate s. DFI-WCA 1.356, Wis. Adm. Code, into
proposed§)422.601 (2) and 422.603 (4). That rule specifies that creditor includes a loan
arranger. I don’t think it is necessary to specifically refer to a loan arranger, as s.
421.301 (16) defines creditor to include “a merchant who regularly engages ... in
arranging for the extension of consumer credit by or procuring consumer credit from
3rd persons.”

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov



DRAFTER’S NOTE LRB-2395/2dn
FROM THE MDK:jld:md
LEGISLATIVE REFERENCE BUREAU

April 1, 2009

Rep. Nelson:

Please review this version to make sure it achieves your intent.

Note that you wanted me to incorporate s. DFI-WCA 1.356, Wis. Adm. Code, into
proposed ss. 422.601 (2) and 422.603 (4). That rule specifies that creditor includes a
loan arranger. I don’t think it is necessary to specifically refer to a loan arranger, as
s. 421.301 (16) defines creditor to include “a merchant who regularly engages ... in
arranging for the extension of consumer credit by or procuring consumer credit from
3rd persons.”

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov



Kunkel, Mark

From: Nerad, Ben

Sent: Wednesday, April 08, 2009 1:42 PM

To: Kunkel, Mark

Subject: REFUND ANTICIPATION LOAN BILL LRB.doc
Attachments: REFUND ANTICIPATION LOAN BILL LRB.doc

REFUND
'CIPATION LOAN Bl
ark -- attached are suggested changes from DFI on the RAL bill.

Thanks,

Ben



REFUND ANTICIPATION LOAN BILL.  LRB-2395/2

1.

Both 422.601 and 422.602 contain disclosure requirements. The only difference between the two
sections is the timing of the disclosures. As a result, please:

A) (Pg 2 Line 4) Change title of 422.601 from “Disclosures” to “Advance Disclosures.” -
B) (Pg 5 Line 22) Change title 6F 422.602 from “Estimated Annual Percentage Rate” ég
“Disclosures.” c

Add a new subsection to 422.601 that reads, “Any fees for establishing an account with a
financial institution to electronically receive the refund.” (Nete: this fee, which is mentioned in
422.605, is currently not required to be disclosed).

(Pg 6 Line 8) Revise 422.602(2) to read “The loan disclosures required-under-s:422:601H8) shall
be made in accordance with 12 CFR 226.18” (Note: this subsection refers to loan disclosures that

are not advance disclosures, in other words thzy/a{ not required by 422.601(8) therefore the
reference to 422.601(8) should be deleted).

(Pg 5 Line 22 through Pg 6 Line 7) Make contents of 422.602(1) part of 422.601(8) (Note:
disclosures required by 422.602(1) are the type that are advanced disclosures).

(Pg 4 Line 15 through Pg 5 Line 8) Most of the requirements in 422.601(6m) are required
elsewhere; for example:

A) Disclosures required in 422.601(6m)(a)l and 2 are also required by (66/
B) Disclosures required in 422.601(6m)(a)3 and 4 are also required by (6).
C) Disclosures required in 422.601(6m)(b) are also required by 422.601(4).

Because the disclosures required by 422.601(6m) are more detailed, I suggest we keep the (6m)
requirement but delete the others to eliminate the redundancy. If you do this, however, we
should add the 14 day limit to 422.601(6m)(a)3 and 4.

N~ L /f
<N Lﬁzxggﬁié?} (&”E '3 'g)



12 CFR 226.18

LEXISNEXIS' CODE OF FEDERAL REGULATIONS
Copyright (¢) 2009, by Matthew Bender & Company, a member
of the LexisNexis Group. All rights reserved.

*¥% THIS SECTION IS CURRENT THROUGH THE APRIL 1, 2009 ISSUE OF ***
*** THE FEDERAL REGISTER ***

TITLE 12 -- BANKS AND BANKING
CHAPTER II -- FEDERAL RESERVE SYSTEM
SUBCHAPTER A -- BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
PART 226 -- TRUTH IN LENDING (REGULATION Z)
SUBPART C -- CLOSED-END CREDIT

Go to the CFR Archive Directory
12 CFR 226.18

§ 226.18 Content of disclosures.

For each transaction, the creditor shall disclose the following information as
applicable:

(a) Creditor. The identity of the creditor making the disclosures.

(b) Amount financed. The amount financed, using that term, and a brief description
such as the amount of credit provided to you or on your behalf. The amount financed
is calculated by:

(1) Determining the principal loan amount or the cash price (subtracting any
downpayment);

(2) Adding any other amounts that are financed by the creditor and are not part of
the finance charge; and

(3) Subtracting any prepaid finance charge.

(c) Itemization of amount financed. (1) A separate written itemization of the amount
financed, including: n40

n40 Good faith estimates of settlement costs provided for transactions subject to the
Real Estate Settlement Procedures Act (12 U.S.C. 2601 et seq.) may be substituted
for the disclosures required by paragraph (c) of this section.

(i) The amount of any proceeds distributed directly to the consumer.
(i) The amount credited to the consumer's account with the creditor.

(iii) Any amounts paid to other persons by the creditor on the consumer's behalf. The
creditor shall identify those persons. n41

n41 The following payees may be described using generic or other general terms and
need not be further identified: public officials or government agencies, credit
reporting agencies, appraisers, and insurance companies.



(iv) The prepaid finance charge.

(2) The creditor need not comply with paragraph (c)(1) of this section if the creditor
provides a statement that the consumer has the right to receive a written itemization
of the-amount financed, together with a space for the consumer to indicate whether it
is desired, and the consumer does not request it.

(d) Finance charge. The finance charge, using that term, and a brief description such
as "the dollar amount the credit will cost you."

(1) Mortgage loans. In a transaction secured by real property or a dwelling, the
disclosed finance charge and other disciosures affected by the disclosed finance
charge (including the amount financed and the annual percentage rate) shall be
treated as accurate if the amount disclosed as the finance charge:

(i) is understated by no more than $ 100; or

(ii) is greater than the amount required to be disclosed.

(2) Other credit. In any other transaction, the amount disclosed as the finance charge
shall ‘be treated as accurate if, in a transaction involving an amount financed of $
1,000 or less, it is not more than $ 5 above or below the amount required to be
disclosed; or, in a transaction involving an amount financed of more than $ 1,000, it
is not more than $ 10 above or below the amount required to be disclosed.

(e) Annual percentage rate. The annual percentage rate, using that term, and a brief
description such as "the cost of your credit as a yearly rate." n42

n42 For any transaction involving a finance charge of $ 5 or less on an amount
financed of $ 75 or less, or a finance charge of $ 7.50 or less on an amount financed
of more than $ 75, the creditor need not disclose the annual percentage rate.

(f) Variable rate. (1) If the annual percentage rate may increase after consummation
in a transaction not secured by the consumer's principal dwelling or in a transaction
secured by the consumer's principal dwelling with a term of one year or less, the
following disclosures: n43

n43 Information provided in accordance with §§ 226.18(f)(2) and 226.19(b) may be
substituted for the disclosures required by paragraph (f)(1) of this section.

(i) The circumstances under which the rate may increase.

(ii) Any limitations on the increase.

(iii) The effect of an increase.

(iv) An example of the payment terms that would result from an increase.

(2) If the annual percentage rate may increase after consummation in a transaction
secured by the consumer's principal dwelling with a term greater than one year, the
following disclosures:

(i) The fact that the transaction contains a variable-rate feature.

(ii) A statement that variable-rate disclosures have been provided earlier.

(g) Payment schedule. The number, amounts, and timing of payments scheduled to
2



repay the obligation,

(1) In a demand obligation with no alternate maturity date, the creditor may comply
with this paragraph by disclosing the due dates or payment periods of any scheduled
interest payments for the first year.

(2) In a transaction in which a series of payments varies because a finance charge is
applied to the unpaid principal balance, the creditor may comply with this paragraph
by disclosing the following information:

(i) The dollar amounts of the largest and smallest payments in the series.
(ii) A reference to the variations in the other payvments in the series.

(h) Total of payments. The total of payments, using that term, and a descriptive
explanation such as "the amount you will have paid when you have made all
scheduled payments.”" n44

n44 In any transaction involving a single payment, the creditor need not disclose the
total of payments.

(i) Demand feature. If the obligation has a demand feature, that fact shall be
disclosed. When the disclosures are based on an assumed maturity of 1 year as
provided in § 226.17(c)(5), that fact shall also be disclosed.

(j) Total sale price. In a credit sale, the total sale price, using that term, and a
descriptive explanation (including the amount of any downpayment) such as "the
total price of your purchase on credit, including your downpayment of $ ----." The
total sale price is the sum of the cash price, the items described in paragraph (b)(2),
and the finance charge disclosed under paragraph (d) of this section.

(k) Prepayment. (1) When an obligation includes a finance charge computed from
time to time by application of a rate to the unpaid.principal balance, a statement
indicating whether or not a penalty may be imposed if the obligation is prepaid in full.

(2) When an obligation includes a finance charge other than the finance charge
described in paragraph (k)(1) of this section, a statement indicating whether or not
the consumer is entitled to a rebate of any finance charge if the obligation is prepaid
in full.

(1) Late payment. Any dollar or percentage charge that may be imposed before
maturity due to a late payment, other than a deferral or extension charge.

(m) Security interest. The fact that the creditor has or will acquire a security interest
in the property purchased as part of the transaction, or in other property identified by
item or type.

(n) Insurance and debt cancellation. The items required by § 226.4(d) in order to
exclude certain insurance premiums and debt cancellation fees from the finance
charge.

(o) Certain security interest charges. The disclosures required by § 226.4(e) in order
to exclude from the finance charge certain fees prescribed by law or certain premiums
for insurance in lieu of perfecting a security interest.

(p) Contract reference. A statement that the consumer should refer to the
appropriate contract document for information about nonpayment, default, the right
to accelerate the maturity of the obligation, and prepayment rebates and penalties.

3



At the creditor's option, the statement may also include a reference to the contract
for further information about security interests and, in a residential mortgage
transaction, about the creditor's policy regarding assumption of the obligation.

(q) Assumption policy. In a residential mortgage transaction, a statement whether or
not a subsequent purchaser of the dwelling from the consumer may be permitted to
assume the remaining obligation on its original terms.

(r) Required deposit. If the creditor requires the consumer to maintain a deposit as a
condition of the specific transaction, a statement that the annual percentage rate
does not reflect the effect of the required deposit. n45

n45 A required deposit need not include, for example: (1) An escrow account for
items such as taxes, insurance or repairs; (2) a deposit that earns not less than 5
percent per year; or (3) payments under a Morris Plan.

HISTORY:
[46 FR 20892, Apr. 7, 1981; 46 FR 29246, June 1, 1981, as amended at 52 FR
48670, Dec. 24, 1987; 61 FR 49237, 49246, Sept. 19, 1996]

AUTHORITY:
AUTHORITY NOTE APPLICABLE TO ENTIRE PART:
12 U.S.C. 3806; 15 U.S.C. 1604 and 1637(c)(5).




State of Wisconsin
2009 - 2010 LEGISLATURE LRB-2395/2-€ “p
— ~ MDK:jlc\Z/md o~
£nwn

2009 BILL VAN SN

N\%\
<
g
iy,
™~
Ky
&g&
&

L -

-1l v P

AN ACT to repeal 422.310 (title); to renumber and amend 422.310 (1), 422.310

(2) and 422.310 (3); and to create subchapter VI of chapter 422 [precedes

422.601] of the statutes; relating to: the regulation of income tax refund

o

anticipation loansc™ ./ ~rouid gf%; o %;;W%ég

Analysis by the Legislative Reference Bureau

Current law requires a creditor to make specified disclosures before a “refund
anticipation loan” (RAL) is made to a customer. An RAL is defined as an agreement
under which a creditor arranges to be repaid for a loan directly from the proceeds of
a customer’sincome tax refund. Current law defines “creditor” to include a merchant
who regularly engages in arranging an RAL for a customer, as well as the merchant
who makes the RAL. The disclosure requirements are enforced by the Department
of Financial Institutions (DFI).

This bill creates additional requirements, also enforced by DFI, for a creditor
who makes or arranges an RAL. In addition to the disclosures required under
current law, the b111 requires a credltor to d1sclose the fee chared if an RAL is not
ap roved e ' e ant ~of~

Vv VvV

, he bill also requlres a credltor to dlsclose that: 1) the Internal
Service and the Department of Revenue do not guarantee refunds; 2) an
RALis aloan and is not the customer’s actual refund; and 3) a customer may rescind
an RAL, as described below. Additionally, the bill requires disclosure of a chart
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indicating the estimated amount of time that a customer is expected t6 ¥écéive either
a refund or loan for different filing and payment options, as well as for each loan
program offered or arranged by the creditor. The chart must alsoindicate whether
up-front payment of a tax preparation fee is required for each ﬁlmg and payment
option and each loan program. Also, the creditor must disclose how much of a refund
a customer is expected to receive after charges and fees for the RAL are deducted
from the customer’s tax refund. Under the bill, the foregoing dlsclosures as well as
the disclosures required under current law, must be in a type size no smaller than
10 point. The bill also incorporates into the statutes certain requlreménts under
DFT’s rules, including requirements regarding the timing of the dlsclosurés as well
as the manner for disclosing annual percentage interest rates of RALs. 4

The bill also allows a customer to rescind an RAL before the close of business
on the next business day after the RAL is made. The bill provides that the only fee
a creditor may charge a customer for rescinding an RAL is a fee equal to the
administrative cost of establishing an account with a financial institution to
electronically receive the customer’s refund. The bill prohibits a creditor from doing
any of the following: 1) misrepresenting a material fact of condition of an RAL; 2)
failing to process promptly an RAL application; 3) offering or arranging an RAL in
which the amount of the loan, including charges and fees related to the loan, tax
preparation, or electronic filing, exceed the customer’s anticipated refund; and 4)
taking or arranging a security interest in any property other than the customer’s tax
refund.

The bill provides that a creditor who violates the bill is liable to a customer in
amount equal to the greater of: 1) twice the finance charge imposed for the RAL; or
2) the actual damages sustained by the customer due to the violation. The amount
under the first component of the foregoing formula is subject to a minimum of $100
and a maximum of $1,000. Current law creates similar liability for violations of the
disclosures required under current law.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

v
1 SECTION 1. 422.310 (title) of the s g{utes is repealed.
N \% v tatro
*\2} . SECTION 2. 422.310 (12{6f the statutes is renumbered 422.601/-ax
- and

@ / 422 601 glsclosures (intro.) In addition to any other requirements under

5 th&&s&beh&pter subch. I1I, a creditor who makes or arranges a refund anticipation
: loan shall disclose all of the following in writing to a customer in type size no smaller

than 10 point on a form that is signed by the customer before the customer entersinto
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1 ‘?fés/l:ed to either an application containing an agreement for the refund
2 %g nticipation loan, or, if there is no application, an agreement for the refund
3 a%l;cicipation loan:

}

w1l a§>§§ E}‘(2) Any charge or fee for electronically filing an income tax return, including

5 any charge or fee for checking tax return information, entering data for tax return

6 information, or transmitting a tax return by computer modem‘.’l

7 (3) The total dollar amount of all charges and fees under pars—{a) subs. (1) and

' if’ A %‘w
13 (8) ffi estimated annual percentage rate, based on the size of the refund

ant1c1pat10n loan, the refund anticipation loan fees, and the anticipated maturity

date of the refund ant1c1pat10n 1oan The anticipated matumty date shall be the date

"N .

dlsclosed under par—H/sub. @, [N SEA T %~ ée %\é‘“‘*

SECTION 3. 4:/22 310 (2) of the statutes is renumbered 422 603 (4) and amended
18 to read.g

19 422603 (4) -A-ereditor-may not-impose Impose a different fee or charge for
20 electrorgically filing an income tax return, including any fee or charge for checking
21 tax retg rn information, entering data for tax return information, or transmitting a

22 tax retéirn by computer modem, on a customer who obtains a refund anticipation loan
23 that is §different than the fee or charge the creditor imposes on a customer who does
24 not obfi}ain a refund anticipation loan.

- f%e?f‘fé@}?
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SECTION 4. 4:{22.310 (3) of the statutes is renumbered 422.606 and amended to
read:

422.606 Violations. A violation of this seetion subchapter is subject to s.
425.304.

SECTION 5. Subchapter VI of chapter 422 [precedes 422.601] of the statutes is
created to read:

CHAPTER 422
SUBCHAPTER VI
N REFUND ANTICIPATION LOANS
422.601 iﬂ% The fee charged, if any, if the customer’s refund anticipation loan
. ) Ys p

is not approved.

~“anticipated length of,: i

v expéct to g@ééive a axrefund %M%ﬁéfomer does-not request a relgﬁnd

(ﬂ) A chart titled “timeline” that shows all of the following:

(a) The estixjnated amount of time that the customer is expected to receive his
or her tax refuncf for all of the following options:

1. The cu%f;omer files a paper return and the Internal Revenue Service mails
a refund checl%f%o the customer.

2. The qt{stomer files a paper return and the Internal Revenue Service directly
deposits agféfund check into the customer’s account with a financial institution.

3. The customer electronically files a tax return and the Internal Revenue

Servigé mails a refund check to the customerﬁ {’gv’ SEF 7 e 23 e
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1 4. The customer electronically files a tax return and the Internal Revenue

g

gé’%
2 " Service directly deposits a refund check into the customer’s account with a financial

e ;
f3/ institution. /M5 E4 7 -3

4 (b) The estimated amount of ﬁime that a customer is expected to receive a

5 refund anticipation loan under each refund anticipation loan program that the

6 creditor offers or arranges.

7 (¢) An indication whether the creditor requires up-front payment of a tax

8 preparation fee for each option and program disclosed under pars. (a) and (b).

9 (g {That the Internal Revenue Service and the department of revenue do not
10 guarantee that they will pay the full amount of an anticipated refund and do not
11 guarantee a specific date that a refund will be deposited into the customer’s financial

12 institution account or mailed to the customer.
13 (7m) That a refund anticipation loan is a loan and is not the customer’s actual

%,
.

14 %\””“‘wigwc_gme tax refund.

15 26;(9) The following statement: “If your refund anticipation loan is approved, you
16 will be responsible to pay $.... (creditor inserts amount disclosed under sub. (3)) in
17 charges and fees for the loan, which we will automatically deduct from your tax
18 refund. After we deduct these charges and fees, you will receive approximately $....
19 (creditor inserts amount).”

20 (10) That the customer has the right to rescind the refund anticipation loan
21 transaction as provided in s. 422.605.
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payment period, and annua percentage rat&%e represent Mﬁoan amounts shall i

be in $300 increments starting with $300 and ending with $3,000 and represent the

W g%’e/dlsclosurg requlred under 742260187 &

o,

le CFR 226. 1%& }{/—w’%ﬁ £ 5 Gg *f g%{? fﬁgﬁﬁ? =5 >

S,

' )» For the purpose of calculating the annual percentage rate at the tlme the é)

12 loan and the length of time disclosed under s. 422. 601 (@f g

13 422.603 Prohibitions. A creditor wha makes or arranges a refund
14 anticipation loan to or for a customer may not;éo any of the following:

15 (1) Misrepresent a material fact or corié%ition of a refund anticipation loan.
16 (2) Fail to process an application for aj;fiefund anticipation loan promptly after
17 the customer applies for the loan.

18 (3) Offer or arrange for a refund anﬁicipation loan that, including any charges
19 or fees related to the loan, tax preparei;ion, or electronically filing a tax return,
20 exceeds the amount of the customer’s a%ticipated tax refund.

21 422.604 Security interests. W1th respect to a refund anticipation loan, a
22 creditor may not take or arrange for takmg a security interest in any property of the
23 customer other than the proceeds of the customer’s tax refund and the account into
24 which that tax refund is deposited to secure payment of the loan.
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422.605 Recission. A customer may rescind a refund anticipation loan, before
the close of business on the next day of business after the loan is made, by either
returning the original check issued for the loan or providing the amount of the loan
in cash, money order, or cashier’s check to the creditor who made or arranged for the
loan. The creditor may not charge the customer any fee for rescinding the loan,
except for a fee equal to the administrative cost of establishing an account with a
financial institution to electronically receive the refund.

SECTION 6. Initial applicability.

(1) This act first applies to refund anticipation loans, as defined in section
421.301 (37m) of the statutes, for which applications are received on the effective
date of this subsection.

SecTtiON 7. Effective date.

(1) This act takes effect on the first day of the 4th month beginning after
publication.

(END)

D-nete
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INSERT 2A:

In addition, the bill incorporates into the statutes a DFI rule that requires a creditor
to make certain disclosures that are required under federal law at the time that the

creditor actually makes a loan®
INSERT 3-3:

SECTION 1. 422.310 (1) (a) to (¢) of the statutes are renumbered 422.601 (1) to

(3)[nd 422.601 (2) and (3), as renumbered, are amended to read
INSERT 3-@}*

SECTION 2. 42\2/.§10 (1) (d) of the statutes is repealed.

SECTION 3. 42\/2'.{3\10 (1) (e) of the statutes is renumbered 422.601 (5)‘/

SECTION 4. 4%2310 (1) (D of the statutes is repealed?/

SECTION 5. 42\4310 (1) (g) of the statutes is renumbered 422.610 (7)§/
SECTION 6. 42\5.{3\10 (1) (h) of the statutes is renumbered 422.601 (8) (intro.) and

amended to read:

INSERT 3-16:

The requirement to disclose the estimated annual percentage rate shall be fulfilled

by doing one of the following:\/

INSERT 4-11:
(3r) Any fees for establishing an account with a financial institution to

electronically receive the refund.

INSERT 4-23:
v

The estimated amount of time under this subdivisioﬁ/ may not exceed 14 days:

INSERT 5-3:

V/

The estimated amount of time under this subdivisioﬁ/ may not exceed 14 days:

INSERT 5-14:
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(8) (a) Calculating the rate pursuant to 12 CFR 226.17 (c) (2) for the anticipated
amount of the refund and the length of time disclosed under sub. (6g) (a) 3\./

(b) Distributing a chart titled “representative range of loan amounts” with
headings for total loan amount, amount financed, finance charge, estimated
payment period, and annual percentage rate. The representative loan amounts shall
be in $300 increments starting with $300 and ending with $3,000 and represent the
anticipated refund amount.

INSERT 6-8:
At the time that a refund anticipation loan is actually made, a creditor shall make

the‘/
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Date
Rep. Nelson:
v

This version makes changes that were requested by DFI.

Note that one change is the elimination of proposed s. 422.601 (63,/as that provision is
redundant, becausy it recyires disclosures that are also required unglfr proggsed S.
422.601 (6g) (a) 3. and 4. (formerly numbered s. 422.601 (6m) (a) 37 and 4. in the
previous version).Y I had to change other provisions that refer to s. 422.601 (6), and I
chose to replace those references with a reference to s. 422.601 (6g) a. 3., rather than
to proggsed S. 3_22.601 (6g) a. 47 Those references appear in proposed s. 422.601 (8)
(intro.)’and (a)“and the last sentence of proposed s. 422.602Y Is that okay? v

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov
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April 9, 2009

Rep. Nelson:

This version makes changes that were requested by DFI.

Note that one change is the elimination of proposed s. 422.601 (6), as that provision is
redundant, because it requires disclosures that are also required under proposed s.
422.601 (6g) (a) 3. and 4. (formerly numbered s. 422.601 (6m) (a) 3. and 4. in the
previous version). I had to change other provisions that refer to s. 422.601 (6), and I
chose to replace those references with a reference to s. 422.601 (6g) a. 3., rather than
to proposed s. 422.601 (6g) a. 4. Those references appear in proposed s. 422.601 (8)
(intro.) and (a) and the last sentence of proposed s. 422.602. Is that okay?

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.wisconsin.gov
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